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1. AS INSTRUCTED IN REF A, EMBOFFS HAVE EXPLORED WITH IMAIZUMI, 

MHW, MEANING OF ASSUMPTION THAT ABCC TERMINATION ALLOWANCE RESERVE 

WILL NOT BE TRANSFERRED TO NEW INSTITUTE. IMMEDIATE RESPONSE 

WAS THAT TRANSFER OF RESERVE WOULD "CHANGE EVERYTHING." IMAIZUMI 

WENT ON TO EXPLAIN, USING SAME NUMERICAL EXAMPLE AS IN EARLIER 

MHW NOTE, THAT IN EVENT OF TERMINATION OF FORMER ABCC EMPLOYEE 

IN 1985, US AND IAPAN WOULD SHARE EQUALLY HIS TERMINATION ALLOWANCE 

(C) OF 3,000,000 YEN FOR TEN YEARS SERVICE WITH NEW INSTITUTE. 

INSTITUTE ITSELF WOULD THEN BECOME "RESPONSIBLE" FOR REMAINING 
SIX MILLION YEN (A-C) TERMINATION ALLOWANCE CORRESPONDING TO 
ABCC SERVICE, MAKING USE OF FOUR MILLION YEN TRANSFERRED TO NEW 
INSTITUTE ON APRIL 1975, PLUS ACCRUED EARNINGS. IMAIZUMI ADDED 
THAT IF LATTER NOT ENOUGH TO COVER FULL 6,000,000 YEN LIABILITY, 

THE TWO SIDES WOULD MEET TO DECIDE WHAT TO DO. IN RESPONSE TO 
IMAIZUMI'S QUESTION AS TO WHETHER US PREPARED TO TRANSFER RESERVE, 
EMBOFFS INDICATED THAT AT THIS POINT WE WERE MERELY REQUESTING 
CLARIFICATION OF GOJ POSITION, AND ON BASIS OF THAT, WOULD BE 
PREPARED TO DISCUSS ISSUE AT FORTHCOMING MEETING. 

2. IN EMBASSY VIEW, GOI POSITION THAT FUNDS FOR PAYMENT OF 
TERMINATION ALLOWANCE FOR ABCC SERVICE SHOULD BE DERIVED FROM 
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APRIL 1975 RESERVE PLUS ACCRUED EARNINGS IS A LOGICAL AND 
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EQUITABLE APPROACH, WHICH US SHOULD BE PREPARED TO ACCEPT IN 
PRINCIPLE. EMBASSY UNDERSTANDS THAT TERMINATION ALLOWANCE RESERVE 
MAY NOT BE ADEQUATE FOR FULL FUNDING OF APRIL 1, 1975 LIABILITY, 

A CIRCUMSTANCE WHICH WE RECOGNIZE WOULD PREVENT FULL APPLICATION 
OF IMAIZUMI'S APPROACH, BUT PRINCIPLE THAT INSTITUTE SHOULD BE 
ABLE TO USE EARNINGS OF FUND TO PAY FUTURE ALLOWANCES SEEMS TO 
US THE KEY TO SOLUTION OF THIS PROBLEM. 

2. EMBOFFS ALSO PRESENTED PROPOSED AUDIT PROVISION IN REF B 

TO MATSUURA OF FONOFF. MATSUURA RESERVED POSITION, BUT NOTED, 

AS HE HAS IN PAST, EXTREME DIFFICULTIES PRESENTED BY ANY ACCESS 
BY US GOVERNMENT AUDITORS TO JAPANESE INSTITUTION, PUBLIC OR 
PRIVATE. EMBOFFS STRESSED THAT GAO AUDIT WAS A PURELY 
CONTRACTUAL, NOT "POLITICAL," RIGHT, AND THUS SHOULD NOT BE 
THOUGHT OF AS EXTRA-TERRITORIALITY. WE ALSO EMPHASIZED THAT 
RESERVATION OF RIGHT OF GAO AUDIT DOES NOT SIGNIFY THAT SUCH 
AUDITS WOULD IN FACT BE UNDERTAKEN REGULARLY, AND THAT IN PRACTICE 
EVERY EFFORT WOULD BE MADE TO USE OTHER SOURCES OF FINANCIAL 
INFORMATION, SUCH AS THAT AVAILABLE THROUGH NAS AND SUPERVISORS. 
EMBASSY EXPLAINED THAT US POSITION ON AUDIT BASED ON CAREFUL 
REVIEW OF LEGAL REQUIREMENTS AND PRECEDENTS. EMBASSY STRONGLY 
RECOMMENDS THAT US TEAM BE PREPARED TO PRESENT STATUTORY OR OTHER 
LEGAL BASIS OF AUDIT REQUIREMENT, PREFERABLY WITH COPIES OF 
RELEVANT DOCUMENTS. 

3. IN GENERAL REVIEW OF PENDING ISSUES, EMBOFFS STRESSED ONCE 
AGAIN IMPORTANCE OF GOJ FINANCIAL PARTICIPATION IN MEETING 
CURRENT YEARS DEFICIT. MATSUURA EXPANDED ON PREVIOUS INDICATIONS 
THAT THIS PROBLEM COULD BE SOLVED ONLY AT "POLITICAL" LEVEL, BY 
NOTING THAT EARLIER GOJ CONTRIBUTION GOT MOVING ONLY AFTER TOP-LEVEL 
APPROACH TO CABINET SECRETARY NIKAIDO. MATSUURA IMPLIED, AND 
EMBASSY AGREES, THAT SUCH APPROACH SHOULD PROBABLY NOT TAKE PLACE 
BEFORE TEAM VISIT. EMBASSY WILL DISCUSS TACTICS FOR MEETING THIS 
ISSUE WITH NEGOTIATING TEAM AFTER ARRIVAL. 

4. MATSUURA ONCE AGAIN ISSUED PLEAS FOR DISPOSING OF AS MANY 
MINOR ISSUES AS POSSIBLE BEFORE TALKS BEGIN. EMBASSY WOULD 
APPRECIATE RESPONSE TO RECENT GOJ PROPOSALS FOR TRANSMISSION TO GOJ 
SOONEST. 
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5. RESERVATIONS MADE AT HOTEL OKURA, AND TEAM MEMBERS WILL BE 

MET ON ARRIVAL. EMBASSY PROPOSES DELEGATION MEETING AT 0830 NOVEMBER 
4 FOR REVIEW OF DOCUMENTATION AND POSITIONS. 

HODGSON 
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